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Gavin Responds to
Finance Committee as
DRS Implements
Legislative Changes

DRS has been very active on two
fronts this summer in an effort to
administer new tax laws and serve
our customers. In addition to our
normal post-
legislative
session
activities of
implementing
new legislation
andinforming
taxpayers of
new laws, we
were recently
asked to
appear atan "Informational Forum" of
the Finance, Revenue and Bonding
Committee of the Connecticut
General Assembly.

Finance, Revenue and Bonding
Informational Forum

OnJuly 10, 2000, | appeared before
the Finance, Revenue and Bonding
Committee to answer questions
concerning three issues: the
delayed receipt of
some state income /4%
taxreturns; alleged f
problems with '

Photo Not
Available in
PDF Version

sales tax rebate;
and the use of Social = “egjas s O
Security numbers in tax booklets.

The most pressing issue concerning
the Committee was to determine
what happened to approximately
46,000 "missing income tax returns",

» COMMISSIONER, Page 2

SPECIALI ISSUE:

THE CoNNEcTICUT DEPARTMENT OF

New Tax Relief On
Clothing And Footwear

n 2000therehave

been two important statutory
changes reducing sales and use taxes
on most clothing and footwear.

One-Week Exclusion
The General Assembly has provided for
an annual one-week

period when clothing ‘~ ¢-

and footwear costing

lessthan $300 will not s

betaxable (2000 Conn.

Pub. Acts 170, 815). The

week begins on the ‘

third Sunday in

August and extends through the

following Saturday. Thisyear,the

exclusionisin effect from Sunday,

August 20, 2000, through Satur day,

August 26, 2000. Theitemsthat are

clothing or footwear in the exemption

for items costing less than $75 also
qualify for the one-week exclusion
period. (See Clothing and Footwear

Exemption Increased, on Page 5)

Rulesfor one-week exclusion. Forthe

exclusionweek from August 20, 2000,

through August 26, 2000, for items

costing less than $300, retailers should
remember theserules:

» Theexclusion appliesto each item
no matter how many itemsare sold
on the same invoice to a customer.
However, the exclusion does not
apply to any portion of the price of
an item that costs $300 or more.
Items normally sold as a unit (such
as pairs of shoes or suits) cannot be
separated and sold as individual

itemsto qualify for theexclusion.

»Clothing & Footwear, Page 5
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Tax on Computer Services
and Software Clarified

he description of taxable computer and

data processing servicesin Conn. Gen.
Stat. 812-407(2)(i)(A) isclarified by 2000
Conn. Pub. Acts 174 to include
“ programming, code writing, modification of
existing programs, feasibility studies, and
installation and implementation of software
programs and systems even where such
services are rendered in connection with the
development, creation or production of
canned or custom software or the license of
custom software.”

Canned or prewritten software is defined as
“all software, other than custom software,
that isheld or existing for general or

repeated sale, license or lease. Software
initially developed as custom

software for in-house use

and subsequently sold, 7

licensed or leased to o

unrelated third parties shall N
-

be considered canned or |\ \
prewritten software.” /

Custom software is defined as “a computer
program prepared to the special order of a
single customer.”

Canned or prewritten software is included
in the definition of tangible personal
property in Conn. Gen. Stat. §12-407(13).
(2000 Conn. Pub. Acts 174, §871, 72, and 74;
2000 Conn. Pub. Acts 1, 8§27 (June Soec. Sess))

The Mission of the Connecticut Department of Revenue Services is to administer the tax laws of the State of Connecticut and collect

the tax revenues in the most cost effective manner; achieve the highest level of voluntary compliance through accurate, efficient and

courteous customer services; and perform in a manner which instills public confidence in the integrity and fairness of the State's tax programs.
grity S
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which were sent to the DRS as
Certified mail from the U.S. Post
Office. Revenuesincludedinthe
delayed returns totaled approximately
$140 million dollars in additional state
revenue. This caused the state's
1999-2000 budget surplusto be
underreported to the legislature. The
delay in processing the returns is
estimated to have cost the State
about $250,000 in interest. The
Committee wanted to understand the
cause of the delay and identify if
legislative action was needed to
remedy the situation.

William P. Galligan, a manager for
the U.S. Postal Service's Connecticut
operations, spoke on behalf of the
Postal Service. He took full blame,
apologized for the processing delays
of the tax returns and expressed that
it was not the fault of the State. After
detailing the events that led to the
delay, Mr. Galligan promised the
Committee that a repeat of this
unfortunate incident would not occur.

I would like to confirm that DRS was
in no way to blame for the delays in
the processing of the returns held by
the U.S. Postal Service. Overall
increases in mail and tax returns
received during the period in question
were significant enough to mask any
deficiencies. It was, in fact, DRS
personnelwho recognized a
discrepancy in the amount of certified
mail being received and brought it to
the attention of postal officials. | have
always felt that DRS employees go
far beyond expected performance
levels and exceed statutory
responsibilities in protecting the tax
revenues of Connecticut and serving
its taxpayers. That DRS personnel
discovered this problem confirms my
belief in their diligence. It is just this
type of performance excellence that
has resulted in DRS receiving 13
awards from non-governmental,
non-political organizations since
1995. | am extremely proud of our
DRS employees, as all taxpayers
should be.

The Committee also wanted to know
why certain sales tax rebate checks
were delayed.

In fact, sales tax rebate checks were
successfully mailed to 90% of
qualified taxpayers by our target
dates. The remaining checks could
not be sent because the initial
information that we received fromthe
Social Security Administration (SSA)
was nhot usable.
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SSA cooperated with DRS to correct
the mailing list. However, the new list
contained 549,726 names and was
larger than expected. Legislative
action was needed to appropriate
additional funding to complete the
rebate program. The remaining
checks were sent out on March 8,
2000, approximately one week after
the funding was signed into law.

The Committee inquired about the
DRS procedures for using Social
Security Numbers (SSNs). During
the 1999 tax season, the issue of
printing taxpayer's SSNs in tax
booklets was a hot topic of
discussion.

Our resolution for the future is simply
and clearly to eliminate all preprinting
of SSNs.

Legislative Changes

This issue of the DRS Tax News
provides an overview of the new laws

JuLy/Aucust 2000

and revisions that were approved by
the 2000 Connecticut General
Assembly and signed into law by
Governor John G. Rowland. DRS has
been busy reviewing legislation, writing
pronouncements, and implementing
policy changes affected by the new
laws.

Administrative pronouncements will
provide more information about
important upcoming sales and use tax
changes, including:

* Thefirstannual "Sales Tax
Holiday," the third full week in
August (SN 2000(8), One-Week
Sales and Use Tax Exclusion in
Augustfor Clothing and Footwear
Under $300);

» The exemption of sales tax on sales
of college textbooks to students
(SN 2000(9), Sales and Use Tax
Exemption for College Textbooks).

As always, | welcome your comments
and suggestions on tax policy and
practice. Please feel free to write or
call me any time. TN

For the Latest and Best Information on Connecticut State Taxes
come to the

CONNECTICUT TAX SEMINAR
THURSDAY, SEPTEMBER 14, 2000

¥ 8:30 A.M. - 5:00 P.M.
RADISSON HOTEL &t CONFERENCE CENTER &
CROMWELL, CT

Co-Sponsored by
DEPARTMENT OF REVENUE SERVICES

INSTITUTE OF PROFESSIONALS IN TAXATION

Sales & Use Taxes
Property Taxes

Connecticut’s Top Tax Experts cover the Hottest Topics in

New Legislation

Discovery & Audit Issues
and
"Taxes on Trial — Point and Counterpoint"

Managed Compliance

New DRS materials to be released
... and more!
Ask your questions ... Meet and share ideas with your colleague&!‘
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For more information contact: “ v?i“:': .
Joan Testori as®
Taxpayer Services Division, 860-297-4992

or

download the Registration Form from the DRS Web site: www.drs.state.ct.us
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SareEs anNnD Use TAxXES

Effective May 2, 2000

Adriaen’s Landing and the Stadium
Facility

Conn. Gen. Stat. §12-412(1)(C) isexpanded to exempt sales
of tangible personal property and services incorporated into
or used or consumed in demolition, remediation, or
preparation of the Adriaen’ s Landing and stadium facility
(Rentschler Field) sites, and construction of the convention
center and the stadium facility and related parking facilities.

(2000 Conn. Pub. Acts 140, §822)

Effective May 26, 2000
Motor Vehicle and Vessel Use Tax
Exemptions

Amendmentsto Conn. Gen. Stat. 8§12-431(a) eliminatethe
reguirement that no gain or lossto the seller be recognized
for federal income tax purposesfor exempt sales of motor
vehicles or vesselsin connection with the organization,
reorganization, or liquidation of corporations, and exempt
sales of motor vehiclesin connection with the organization
or termination of partnershipsor LLCs.

(2000 Conn. Pub. Acts 174, §818)

Effective July 1, 2000

Renovation and Repair Services to
Residential Property

The phaseout of the tax on paving, painting or staining,
wallpapering, roofing, siding, and exterior sheet metal work
to other than industrial, commercial, or income-producing
real property under Conn. Gen. Stat. §12-407(2)(i)(BB)
continues. On and after July 1, 2000, thetax is2%. Onand
after July 1, 2001, the servicesare exempt fromtax.

(1999 Conn. Pub. Acts 173, §813 and 15)

Computer and Data Processing

As part of the phaseout of the tax on computer and data
processing servicesunder Conn. Gen. Stat. 812-407(2)(1)(A),
therateisreduced from 3% to 2% on July 1, 2000.

(1995 Conn. Pub. Acts 160, §39)

Child Car Seats

Salesof child car seats are exempt.
(2000 Conn. Pub. Acts 170, 86)

College Textbooks

Sales of collegetextbooksto full-time and
part-time students enrolled at institutions of
higher education are exempt, with
presentation of valid student identification
cards. College textbooks means new or used books and
workbooks required or recommended for courses.

For more information, see Special Notice 2000(9), Salesand
Use Tax Exemption for College Textbooks.

(2000 Conn. Pub. Acts 170, 86)

Revenue from Vessel Assessments

Conn. Gen. Stat. §12-416aisexpanded to allow the DRSto
share with municipalities up to 50% of usetax collected from
audit assessments on vessels made under Conn. Gen. Stat.
§12-415, in addition to assessments made under 812-416.
DRS can now disclose to municipalitiesinformation about
such taxpayers and their assessments.

(2000 Conn. Pub. Acts 174, §814)

Vending Machine Sales

Sales of any itemsfor 50 cents or lessfrom vending
machinesare exempt under Conn. Gen. Stat. §12-412(27).

(2000 Conn. Pub. Acts 170, 82)

High MPG Passenger Cars

Sales of passenger carswith U.S. Environmental Protection
Agency estimated highway gasoline mileage ratings of at
least 50 milesper gallon areexempt until July 1, 2002.

(2000 Conn. Pub. Acts 170, 86)

Professional Employer Organizations

Salespriceand grossreceiptsin Conn. Gen. Stat. §12-407(8)
and (9) now exclude from personnel servicestaxable under
Conn. Gen. Stat. §12-407(2)(i)(C) separately-stated
compensation and employee-related expenses paid to or on
behalf of work site employees by professional employer
organizations under professional employer agreements. A
professional employer agreement is a contract in which a
professional employer organization provides at least 75% of
the worksite employeesto a service recipient.

Thislegislation isin addition to the existing exclusion for
employee expenses in contracts that provide at |east 75% of
leased employees, asdefinedin|.R.C. 8414(n).

(2000 Conn. Pub. Acts 170, §817 and 18)

Use Tax Credit for Direct Payment Permit
Holder

The Commissioner of Higher Education can select adirect
payment permit holder under Conn. Gen. Stat. §12-409afor a
pilot program. Thedirect payment permit holder iseligible
for ausetax credit of up to two million dollars against its
purchases of computer equipment to be used in Connecticut
inelectroniccommerce.

The credit amount must equal the amount of the direct
payment permit holder’s contributions of cash, property, or
services to a Connecticut public or private college or
university for electronic commerceinstruction projects,
including investmentsin buildings and classrooms,
computer equipment, and licenses. The credit may be taken
only for completed projects.

(2000 Conn. Pub. Acts 170, §21)

See Sales and Use Taxes, continued, and
Transitional Rules on Page 6
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CORPORATION TaxeEs/Tax CREDITS

Applicable to income years beginning on or after
January 1, 2000

Credit For Donating Computers

A credit isavailable for the donation of new or used computersto alocal or
regional board of education or apublic school. The used computers may not
be more than two years old at the time of donation. The amount of the credit
shall not exceed fifty percent of the fair market value of the new or used
computers at thetime of donation. The credit may be applied against any tax

due under the provisions of chapters 207 (Insurance
/”:—\4//
/\—/

Companies, Hospital and Medical Services
\
S
) = I‘?

Corporations Taxes), 208 (Corporation Business

Tax), 209 (Air CarriersTax), 210 (Railroad
CompaniesTax), 211 (Express, Telegraphor Cable

and Community Antenna Television System
CompaniesTax) or 212 (Utility Companies Tax).

In order to qualify for the credit, an application

must be made with DRS. A written agreement,

which provides for the acceptance of the computers by
the board of education or public school, an acknowledgment that the
computers are in good working condition, and a requirement that the business
firminstall, set up, and provide training to school staff on such computers,
must be submitted with the application. The Commissioner of Revenue
Services shall review each application and within 30 daysfollowing itsreceipt,
approve or disapprove the application in writing. 1f the proposal is approved,
the commissioner shall state the maximum credit allowable to the business
firm.

The amount of the credit granted to any business firm shall not exceed $75,000
annually. Thetotal amount of tax creditsallowed to all businessfirms shall

not exceed onemillion dollarsin any onefiscal year. Thetax credit may only
be used to reduce the taxpayer’ s tax liability for the year in which the donation
is made and shall not be used to reduce such liability to less than zero.

(2000 Conn. Pub. Acts 170 §20)

Housing Program Contribution Credit

Several changeswere made to the Housing Program Contribution Credit.
The credit was amended to provide that the contribution shall be cash
contributions. It also was amended to
remove the restriction that no tax credit
shall be granted to any bank, bank and
trust company, insurance company, trust
company, national bank, savings
association, or building and loan
association or any other business entity mnx

for activitiesthat are apart of its normal

course of business. The $75,000 cap on

thetax credit allowed per taxpayer was

removed, as was the requirement that the taxpayer must establish that the
amount of funds expended for contributionsis not lessin the year for which
the credit is sought than the amount expended in the immediately preceding
year.

Finally, any Scorporationiseligibleto claim the entire credit available under
thisprogram.

(Conn. Gen. Sat. 8 8-395, as amended by 2000 Conn. Pub. Acts 170 §23
and Conn. Gen. Sat. §12-217(c), as amended by 2000 Conn. Pub. Acts
170 §24)

JuLy/Aucust 2000

Grrr Tax

Partial Phaseout of the
Gift Tax

The Connecticut gift tax will bereduced, in
increments, starting with gifts made during
2001, and will ultimately berepeal ed other
than for those donors who make taxable
gifts, for Connecticut gift tax purposes, in an
amount exceeding $1 millionduringa
calendar year.

Taxable gifts, for Connecticut gift tax
purposes, means the total amount of gifts,
for Connecticut gift tax purposes, made
during acalendar year, less certain
deductions (deductions for gifts to
charitable organizations or for giftsto a
spouse, to the extent those gifts are
includiblein thetotal amount of gifts, for
Connecticut gift tax purposes). The total
amount of gifts, for Connecticut gift tax
purposes, may be less than the total amount
of gifts, for federal gift tax purposes, if:

» Any gifts made by the donor are not
subject to Connecticut gift tax (such asa
gift of real or tangible personal property
located outside Connecticut);

» Thedonor is not entitled to the annual
exclusion (thefirst $10,000 of any giftsto
aparticular donee during a calendar year)
for Connecticut gift tax purposes because
al or aportion of thefirst $10,000 of any
gifts to the donee during the calendar
year was not subject to Connecticut gift
tax (such as agift of real property located
outside Connecticut); or

« Thevalue of any gift for Connecticut gift
tax purposes differs from the value for
federal gift tax purposes (such as a gift of
farmland, wherethe donor claims special
valuation on Schedule CT-709
Farmland).

The deductions allowed, for Connecticut gift
tax purposes, from the total amount of gifts
may be |ess than the deductions allowed, for
federal gift tax purposes, from the total
amount of gifts, if giftsthat are not subject
to Connecticut gift tax (such as a gift of real
or tangible personal property located
outside Connecticut) are madeto a
charitable organization or to a spouse.

For moreinformation, including aGift Tax
Rate Schedulethrough 2006, see Special
Notice 2000(10), 2000 Legislation Affecting
the Connecticut Gift Tax.

(Conn. Gen. Sat. 812-642(a), as amended
by 2000 Conn. Pub. Acts 170, 8§8)
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InNncomeE Tax

Waiver of Interest and Penalties

nApril 4, 2000, theNew Y ork Court of

Appealsheldthe New Y ork City
nonresident earnings tax to be unconstitutional.
(City of New Y ork v. State of New Y ork)

Asaresult, if:

e Any individual hasfiled a Connecticut
incometax return for the taxable year
commencing on or after January 1, 1999, and
prior to January 1, 2000, and claimed acredit
for the New Y ork City nonresident earnings
tax; and

* Theindividual files an amended Connecticut
income tax return to report that the
nonresident earnings tax has been refunded;
and

» The amount of income tax shown on the
amended return, after taking into account the
reduction in credit for taxes paid to another
jurisdiction, exceedsthe income tax that had
been paid for the taxable year, then any
interest payable under Conn. Gen. Stat.
§12-722 or interest and penalty payable under
§12-735(a) attributable to such nonresident
gross earnings tax shall be waived. Thisalso
applies to returns of taxpayers who had been
granted an extension of timeto file.

Applicable to taxable years commencing on and
after January 1, 1999, and prior to January 1, 2000.

2000 Property Tax Credit

Available Property Tax Credit
Increased
For taxabl e years beginning on or after January 1,

2000, the available property tax creditisincreased
t0$500.

(1999 Conn. Pub. Acts 173, 82)

New Check Box May Save Time
for Taxpayers and DRS

eginningwiththe 2000 taxableyear,
Connecticut incometax filerswill beableto
check abox on their returns to authorize the paid
preparer who signs areturn to work directly with
the DRS to correct return processing problems.

The new check box will reduce the correspondence
burden on taxpayers by allowing the DRS to
resolve processing issues through telephone
contact with paid preparers. The new box will not
replace a power of attorney and will not let
preparers represent or act on behalf of taxpayers.

It also will not cover post-processing matters. T

ConNEcTICUT TAX NEWS
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Clothing & Footwear
from Page 1

 Cash discounts and coupons of all kinds may be deducted from the
original priceof anitem, and if the reduced priceislessthan $300,
theitem will not betaxable. Rebate amounts, however, may not be
deducted from the sales price.

» The addition of shipping and handling charges to an item costing
lessthan $300 will not render theitem taxable, evenif the shipping
and handling charges bring the total price to $300 or more.

* Itemsput onlayaway during the exclusion week will not be taxable,
regardless of when they are picked up, aslong as the total cost of
theitems, including all special layaway charges, will belessthan
$300. Items put on layaway before or after the exclusion week are
taxable, even if they are picked up during the exclusion week,
unless they cost less than $75.

» Mail order, telephone, and Internet sales also qualify for the
exclusion, aslong as the order is accepted during the exclusion
week and the customer expectsimmediate shipment.

 Clothing and footwear rentals qualify for the exclusion if the
customer takes possession of the items during the exclusion week,
even if they are returned after the exclusion week. Rented items
picked up before the exclusion week and returned during that week
are taxable, unless they cost less than $75.

A customer may exchange an item purchased during the exclusion
week for lessthan $300 for alikeitem (such asashirt for ashirt) of
adifferent style, sizeor color, and the new item will be nontaxable,
aslong asit, too, costs less than $300. Such exchanges may be
made after the exclusion week. If the new item costs $300 or more,
the customer may not use the refund or credit from the returned
item to reduce the price of the new item.

Thisand other information about the one-week exclusion for clothing or
footwear (including rulesfor monogramming, alterations, rain checks,
and custom-made items) are described in more detail in SN 2000(8),
One-Week Sales and Use Tax Exclusion in August for Clothing and
Footwear Under $300, which is available on the DRS Web site.

Clothing and Footwear Exemption Increased
Theexemptionin Conn. Gen. Stat. 812-412(47) for articlesof clothing
and footwear costing less than $50 has been incr eased to exempt
items costing less than $75 (2000 Conn. Pub. Acts 170, 83). The
exemption increase took effect on July 1, 2000. Asbefore, the
exemption appliesto most ordinary articles of clothing or footwear.
However, it doesnot exempt thefollowing:

» Any special clothing or footwear primarily designed for athletic
activity or protective use and which is not normally worn except
when used for the athletic activity or protective use for which it
was designed; and

» Jewelry, handbags, luggage, umbrellas, wallets, watches, and
similar items carried on or about the human body but not worn on
the body in the manner characteristic of clothing.

Where applicable, the rulesin SN 2000(8) also apply to the exemption
for clothing under $75 (for example, the rules about discounts,
coupons, shipping and delivery charges, and exchanges). The rules
about the timing of formal wear rentals, layaways, and custom orders
also apply astransitional rules for the periods prior to and after

July 1, 2000, the effective date of theincreasein the exemption from

itemsunder $50to itemsunder $75. Ty
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SALES AND USE T AXES, CONTINUED

Effective October 1, 2000
Prepaid Telephone Calling
Service

The sale of prepaid telephone calling

service(including i '

but not limited to

calling cards)
and the pron =
recharge of —

such service is
now a separate taxable service, andis
no longer taxableasa
telecommunicationsservice. Taxis
paid at the retailer’ s place of business.
However, if prepaid telephonecalling
serviceisnot sold at aretailer’s place
of business, the sale or recharge is
taxable at the customer’ s shipping
address, or if noitemisshipped, itis
taxable at the customer’ shilling
address or location associated with the
customer’ s mobiletelephone number.

Prepaid telephone calling service
means advance payment for the right
to purchase telecommunications
service, that enables origination of
calls using an access number or code,
with a continuous means of knowing
the amount of remaining units of
prepaid service.

(2000 Conn. Pub. Acts 174, 881-3)

Meals at Schools and
Health Care Facilities

Theexemptionin Conn. Gen. Stat.
8§12-412(9) for salesof food and meals
in student cafeterias, dining halls, and
certain other locations is expanded to
include sales of candy, confectionery,
and nonalcoholic beverages. All sales
of these items at schools using prepaid
meal plan cards or arrangementsare
exempt.

The exemption isalso expanded to
include sales of candy, confectionery,

and beverages to persons in health
carefacilities. Health carefacilities
now include assisted living facilities,
senior centers, and day care centers, in
addition to hospitals, residential care
homes, convalescent homes, nursing
homes, and rest homes.

(2000 Conn. Pub. Acts 174, 89)

Motor Vehicle Fuel

Conn. Gen. Stat. 812-412(15) is
amended to clarify that it exempts
motor vehiclefuel sold for usein any
motor vehiclelicensed or required to
be licensed to operate on state
highways, whether or not the motor
vehiclefuelstax under Chapter 221 has
been imposed on the fuel. All other
fuel on which motor vehiclefuelstax
has been paid and not refunded is also
exempt from salesand usetax.

(2000 Conn. Pub. Acts 174, 810)

Nonprescription Drugs
and Medicines for Animals

References to human and
person are removed
from Conn. Gen.
Stat. §12-412(48),
to clarify that
sales of
nonprescription
drugs and medicinesfor animal use are
alsoexempt.

(2000 Conn. Pub. Acts 174, 811)

Farmer Tax Exemption
Permit

Conn. Gen. Stat. 812-412(63) is
expanded to allow start-up farmersto
receive exemption permits, if they
intend to carry on agricultural
production for at least two years, and
if their grossincome and expenses
fromfarmingwill beat least $2,500in
the second year, or an average of

$2,500 per year for both years. Usetax
must be paid on all purchasesif these
conditions are not met.

(2000 Conn. Pub. Acts 174, 812)

Commercial Fishermen

Conn. Gen. Stat. 812-412(40) is
expanded to allow start-up fishermen
to make exempt purchases of vessels,
machinery, and equipment for
commercial fishing, if they intendto
carry on fishing as a trade or business
for at least two years after the
purchases, and if at least 50% of their
grossincomewill befromfishing
during the first year after the purchase,
or an average of 50% of grossincome
will befrom fishing for thetwo-year
period after the purchase. Use tax
must be paid on all purchasesif these
conditions are not met. Fishermen may
now use their taxable year rather than
the calendar year to satisfy their
incomerequirements.

(2000 Conn. Pub. Acts 174, 875)

Use Tax Exemption for
Retailers

Use tax does not apply to items held
for resalethat retailersremovefrom
inventory and donate to the United
States or its agencies; Connecticut, its
political subdivisionsor their
agencies, or any |.R.C. 8501(c)(3)
organization.

(2000 Conn. Pub. Acts 174, 813)

Successor Liability

Conn. Gen. Stat. §812-424isamended to
clarify that it applies to any person
(rather than retailer) liable for sales or
use taxes that sells out its business or
stock of goods or quits the business.

(2000 Conn. Pub. Acts 174, §16)

»Sales and Use Taxes, Page 7

TRANSITIONAL RULES FOR SALES AND USE TAXES

Charges for services being reduced because of a phaseout of the tax are subject to tax at the higher

rate only on the portion of the charges for services provided before the date of the rate reduction.
The portion of the charges for services provided on or after the date of the rate reduction is subject
to tax at the reduced rate. T

N
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Sales and Use Taxes
from Page 6

Nonresident Contractors

Conn. Gen. Stat. §12-430(7) isamendedto
clarify that nonresident contractors must post
abond at the start of the
contract, or that
persons dealing with =———
such contractors
must deduct and pay to
DRS a percentage of amounts payable to the
contractors or post abond with DRS within
30 days of the start of the contract. The bond
or deduction amount is reduced from 5% to
2% for direct payment permit holdersdealing
with nonresident contractors.

(2000 Conn. Pub. Acts 174, 817)

Fulfillment Services

Retailerswill not be engaged in businessin
Connecticut under Conn. Gen. Stat.
812-407(15) solely because they purchase
fulfillment services carried on in this state by
persons not affiliated with the retailer.
Fulfillment services means receiving orders
from aretailer or its agent to befilled and
shipped to customers by the fulfillment
serviceprovider fromtheretailer’s
inventory. Affiliated meansadirect or
indirect ownership interest of more than 5%.
Such fulfillment service providersand
retailers are not principals and agents for
purposes of joint and several liability for
taxesunder Conn. Gen. Stat. §12-407c.

(2000 Conn. Pub. Acts 227, 81 and 2)

ConNEcTICUT TAX NEWS

PAGE 7

ADMISSTONS AND DUES T ax

Effective May 2, 2000
Charges to Stadium Facility Taxable

The admissionstax exemptionsin Conn. Gen. Stat. §12-541 for events
conducted by federally exempt organizations, events conducted primarily to
raise funds for federally exempt organizations, and events paid for by centers
for serviceto the elderly will not apply to admission chargesto the stadium
facility (Rentschler Field).

(2000 Conn. Pub. Acts 140, 825)

Effective July 1, 2000
Connecticut Exposition Center

Admission chargesto the Connecticut Exposition Center are exempt.
(2000 Conn. Pub. Acts 170, §816)

Cabarets

Admission charges that would have been subject to the cabaret tax under
Conn. Gen. Stat. §12-542, repeal edin 1999, are exempt from admi ssionstax.
This applies to admission charges to roomsin places where music, dancing
privileges, or any other entertainment (with some exceptions) are afforded to
patrons in connection with the serving or selling of alcoholic beverages.

(2000 Conn. Pub. Acts 170, 816)

Reduced Tax Rate on Motion Picture Shows

The admissionstax rate on motion picture showsis reduced from 10% to 8%
onJuly 1, 2000. OnJuly 1, 2001, theratewill be reduced to 6%. (Mation
pi cture show admission charges of not more than $5 are fully exempt.)

(2000 Conn. Pub. Acts 170, § 16)

Effective October 1, 2000

Locker Rental Fees

L ocker rental fees are not subject to duestax.
(2000 Conn. Pub. Acts 174, §19)

MoTOR

Motor Vehicle Fuels Tax Rate

Decrease

EffectiveJuly 1, 2000, themotor vehicle

fuelstax rate on the sale or use of:

» Gasolinewill decreasefrom 32¢ per
gallon to 25¢ per gallon; and

* Gasohol will decreasefrom 31¢ per
gallonto 24¢ per gallon.

VErarcre FUuers T ax

Hosprrar GROSS
FArRNINGS T ax

Hospital Gross Earnings Tax Repealed

With respect to calendar quarters beginning on or after
April 1, 2000, the hospital gross earnings, asdefined in
Conn. Gen. Stat. 812-263a(7), of ahospital shall not be
subject to the hospital gross earnings tax imposed under
Chapter 211a of the Connecticut General Statutes.

For more information, see Special Notice 2000(5), 2000

For moreinformation, see Special Notice 2000(4), 2000
Legidative Changes Affecting the Motor Vehicle Fuels Tax.

Legidation Affecting the Hospital Gross Earnings Tax.

NO CHANGE IN DIESEL
FUEL TAXRATE
The motor vehicle fuelstax rate on diesel fuel does
not change on July 1, 2000, and remains at 18¢ per gallon.

RETURN FOR SUBSEQUENT QUARTER TO BE
DISREGARDED
Any hospital receiving Form OP-369, Hospital Gross
Earnings Tax Return, for the calendar quarter ending on
June 30, 2000, should disregard it.

(Conn. Gen. Stat. §12-458(a)(2), as amended by 2000 Conn.

Pub. Acts 170, 8§10)

(Conn. Gen. Sat. §12-263b, as amended by 2000 Conn.
Pub. Acts 170, 89)




PAGE 8 ConNEcTICUT Tax NEWS

For Tax Forms, Publications
or Personal Assistance

 VisittheDRSWeb site: www.drs.state.ct.us

e Call CONN-TAX at 1-800-382-9463 (in-state) or
1-860-297-5962 (anywhere)

TTY, TDD and Text Telephone users only may transmit
inquiries 24 hours a day, seven days aweek by calling

860-297-4911.

Internet: Preview and download formsfrom the DRS Web
siteat www.dr s.state.ct.us

» Writeto:

Department of Revenue Services
Taxpayer ServicesDivision

25 Sigourney Street

Hartford, CT 06106-5032

Forms and publications may be obtained 24 hours a day,
seven days aweek, by using any of the following resources.

Yy DRSTaxFax: Call 860-297-5698 from the ig=
handset attached to your fax machine

E-mail: E-mail your request for formsto:
ctforms.drs@po.state.ct.us

\S

T~

N

Telephone: From atouch-tone phone 24 hours aday call
1-800-382-9463 (in-state) and select Option 2 or 860-297-4753 (DRS Forms
Unit).

For free assistance on forms, visit our officesfrom 8:00 am.
t0 5:00 p.m. (Monday through Friday). For pre-recorded
directionsto DRS offices, call CONN-TAX. If you require

special accommodations, please advise the Department
representative.

BRIDGEPORT HAMDEN HARTFORD NORWICH WATERBURY*
10 Middle St. 3074 Whitney Ave. 25 Sgourney S. 2 Cliff st. 91 SchrefftsDr.
203-579-6251 203-287-8243 860-297-5962 860-889-2669 203-596-4310

*This office will be moving. To verify the address, please call before you visit.
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CONNECTICUT Tax News,
from the Connecticut
Department of Revenue
Services, is published five
times a year.

This newsletter is designed to
provide general information to
taxpayers and tax
practitioners. It is not designed
to explain in depth a current
Department policy affecting
the liability of taxpayers.
Nothing in this publication
supersedes, alters, or
otherwise changes the
provisions of the Connecticut
General Statutes, regulations,
Department rulings or tax
information publications.
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